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THE RAILWAY PROBLEM-II 1 

BY VICTOR MORAWETZ 



If permitted by law to increase their rates the railway 
companies could earn large returns for their stockholders; 
for the industries and commerce of the country could not 
exist without the railways. It is true also that the earnings 
of most of the railway companies prior to our entry into the 
war would have been adequate to sustain their credit if the 
stability of these earnings had been assured. It seems evi- 
dent, therefore, that the failure of the credit of the railway 
companies has been due to the fact that investors have lost 
confidence in the wisdom and fairness of the rate-regulating 
commissions established by the National and State govern- 
ments. Investors have reached the conclusion that in the 
long run the companies will not be allowed to charge the 
rates necessary to enable them to earn adequate returns upon 
their stocks and bonds, except bonds of the safest class. Con- 
fidence in railway investments can be restored only by fur- 
nishing to investors some irrevocable governmental prom- 
ise or assurance of a definite and certain return on their in- 
vestments. 

Although such a promise or assurance of the Govern- 
ment commonly is called a " guaranty," it must be under- 
stood that it is not a guaranty in any strict sense. The word 
" guaranty " implies an assumption of responsibility for the 
acts of others ; but in giving the promise or assurance under 
consideration the Government would assume no responsi- 
bility for any acts except its own. In substance and effect, 
the Government merely would undertake not to exercise its 
power to regulate railway rates in such manner as to deprive 
the owners of railroad securities of certain minimum re- 
turns on their investments, the sums thus assured to in- 

1 The concluding portion of the Horawetz Plan, the first part of which was printed 
In the March Review, will be found on pages 514 to 520 of the present issue. — Editob. 
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vestors being less than the returns which they have a con- 
stitutional and moral right to claim. Such an undertaking 
would not really impose a new obligation on the Govern- 
ment. The so-called " guaranty " of the Government 
would be a guaranty against its own wrongful acts. 

As pointed out in my article published in the March 
number of the Review, legislation directing the Interstate 
Commerce Commission to apply new formulas in fixing 
rates or directing the Commission to fix rates that will yieid 
some specified return on the capital of the companies would 
fail in the long run to restore the credit of the companies, 
first, because such legislation could be altered, amended or 
repealed at any time, and secondly, because of the difficulty 
of enforcing it. If such legislation could be depended upon 
as a permanent protection to investors, it would amount to 
a promise or guaranty by the Government that rates shall 
always be kept high enough to furnish the railway com- 
panies with certain prescribed incomes. 

A sounder and better plan is to restore confidence in rail- 
way bonds and stocks by utilizing the high credit of the 
Government in the form of a definite and irrevocable prom- 
ise or guaranty of interest on the bonds and of minimum 
dividends on the stocks. If the railway companies were 
enabled by means of such governmental promise or guar- 
anty to raise needed capital upon favorable terms, the sav- 
ing thus effected should accrue to the people through a 
lowering of transportation rates, or through participation 
of the Government in the earnings of the Companies. 

In the plan submitted by me it is proposed, tentatively, 
that the aggregate amount guaranteed by the Government 
at the outset shall be approximately 65 per cent of the 
amount now payable by the Government under the Federal 
Control Act on account of the average operating income of 
the railways during the three test years specified in the Act, 
and that the Government shall guarantee the interest on the 
bonds and minimum dividends on the stock thereafter issued 
with the approval of the Government for additions and im- 
provements. It is proposed that in determining the oper- 
ating income upon which the guaranty is to be based all 
attending circumstances shall be taken into consideration 
and that all proper adjustments shall be made. Thus, if 
during any part of the test years a railway was in the hands 
of a receiver or made capital expenditures not reflected in 
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its earnings, these facts should be taken into consideration. 
Special allowances or arbitraries should be given to short 
lines contributing long-haul business to through lines and 
due allowance should also be made for the prospective in- 
crease of the business and earnings of lines located in un- 
developed sections of the country. 

It has been urged that the amount guaranteed by the 
Government under this plan would be too low and that 
rates probably would be kept down to a level that would 
not permit the companies to earn more than the amount 
guaranteed by the Government. The proposal of an initial 
guaranty amounting to 65 per cent of the operating income 
of the test years was made merely for purposes of illustra- 
tion, and it is probable that a higher per cent — possibly 75 
per cent— should be adopted. However, it is important 
that the stockholders of the railway companies shall retain 
a substantial contingent interest in the future results of the 
management of their companies. The higher the govern- 
mental guaranty, the less interest would the stockholders 
have in the management of their companies and the nearer 
would we come to governmental ownership. The most 
desirable course would be to have the guaranty of the Gov- 
ernment large enough to make railway securities attractive 
to investors, but to leave a substantial part of the return to 
the stockholders dependent upon efficient management 
of their companies. The stockholders of the companies 
certainly cannot complain if the Government by its guar- 
anty furnishes them with the credit needed for their future 
capital requirements, while leaving unimpaired their pres- 
ent constitutional right to earn a fair return on their prop- 
erty. 

Consolidation of the Companies 

No plan for the solution of the problem can be success- 
ful without providing for the consolidation of the railway 
companies into a comparatively small number of large, well- 
balanced railway systems, each built up around one of the 
existing great systems as a nucleus. A consolidation in- 
volves an exchange of the stocks of the several constituent 
companies, and in some cases an exchange of their bonds, 
for stock or bonds of the new company to be formed by the 
consolidation. It is necessary, therefore, in every plan or 
agreement of consolidation to fix ( 1 ) the aggregate amount 
of stock and bonds to be issued by the consolidated com- 
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pany for the properties vested in it through the consolida- 
tion, and (2) the portion of the stock and bonds of the con- 
solidated company to be given to each class of bondholders 
and stockholders of the several constituent companies. 

Such an exchange of stocks and bonds would, of neces- 
sity, require much labor and expense, even though many 
issues of safe bonds may be left undisturbed ; but it is dif- 
ficult to see how this can be avoided under any satisfactory 
plan. The aggregate interest charges of the companies 
should be reduced to an amount substantially less than the 
aggregate amount of the Government's guaranty, so that a 
portion of the guaranty may inure to the benefit of the 
stockholders. Moreover, companies which accept the 
plan and obtain the benefit of the governmental guaranty 
should be required to consolidate upon some prescribed 
terms with other companies that ought to be included in the 
same system. To extend the guaranty of the Government 
to each of the existing companies separately without a 
change of its capitalization and without providing some 
definite basis for the consolidation of the companies would 
not solve the problem. 

The fairest and most practical plan appears to be to 
fix the capitalization of the companies, the apportionment 
of securities upon a consolidation and the amount of the 
governmental guaranty all on the basis of the average oper- 
ating incomes of the companies during the test years, ad- 
justed as above provided. As these operating incomes 
were the result of rates fixed by the Federal and State com- 
missions during a period in which the companies did not 
enjoy more than average prosperity, it may fairly be as- 
sumed that these operating incomes were not unduly large. 

It has been proposed that 40 per cent of this average 
annual operating income shall be capitalized on a 4 per 
cent basis by the issue of guaranteed 4 per cent bonds, and 
that the remaining 60 per cent shall be capitalized by the 
issue of shares of stock upon which this operating income 
would suffice to pay $6 per share in dividends, the Gov- 
ernment guaranteeing $2.50 per share. The result would 
be an issue of 4 per cent bonds to an aggregate amount at 
par equal to ten times the average annual operating income 
and the issue of a like amount of stock assuming the shares to 
be a par value of $100 each. According to my proposal, the 
shares thus issued are to have no nominal or par value. If, 
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however, it should be found necessary to give the shares a 
nominal or par value, and if in the opinion of Congress a 
nominal or par value of $100 per share would make the 
aggregate par amount of the stock too large, the amount 
could be reduced to any desired sum by making the par 
amount of each share less than $100. It should be under- 
stood, however, that the number of shares should not be 
diminished and that the reduction of their par amount 
should not affect the guaranty of $2.50 in dividends on each 
share and the right of the Government to share with the 
stockholders in any distribution of earnings in excess of $4 
per share. 

A physical valuation of the railways may be of service 
in determining the amount of operating income of which 
the railway companies cannot constitutionally be deprived 
by governmental regulation, but there is no good reason 
for limiting the aggregate par amount of stock and bonds 
to be issued upon a consolidation to the original cost, or 
cost of reproduction, of the properties vested in the con- 
solidated company. The rates which a company is allowed 
by law to charge, or which it is able to charge, are not af- 
fected by the nominal or par amount of the stock and bonds 
which the company has outstanding. Neither the rates 
chargeable by a company nor the substantial rights of the 
stockholders or of the public are affected by the nominal 
or par value of a company's stock, and it is not important 
whether the par value of shares be fixed at $100 or at $50, 
or at nothing, as is now common practice in forming in- 
dustrial companies under the laws of some of the States. 

Certainly, a physical valuation would furnish no just 
basis for the apportionment of the stock and bonds of a 
consolidated company among the stockholders and bond- 
holders of its constituent companies. The value of the 
stock of a company does not depend upon the original cost 
of its property or the cost of reproducing it, but upon the 
amount of the operating income which the company can 
earn and apply to the payment of dividends on the stock. 
Upon a consolidation of companies the only fair course is 
to apportion the securities of the consolidated company 
among the security holders of the constituent companies 
according to the estimated operating income which these 
companies severally will contribute to the combined com- 
pany. 
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A statutory valuation of the railways has been in prog- 
ress since the year 1914 at enormous cost to the Govern- 
ment and to the railway companies, but the valuation of 
only a few of the smaller lines has been completed. Prob- 
ably it will take more than five years more to complete 
the valuation of all the lines, and probably additional 
years will be consumed in controversies and litigation to 
correct errors in the official valuations. When completed, 
these valuations will be of little service as they will be based 
on the prices of previous years. It seems obvious, there- 
fore, that no plan based upon an official valuation of the 
properties of the railway companies can be carried out 
within any reasonable time. 

The official valuation of the railways should be com- 
pleted — not for the purpose of providing a basis for the 
recapitalization of their companies, nor for the purpose of 
providing a basis for the consolidation — the companies — 
but for the purpose of assisting the governmental authori- 
ties and the courts in determining the amount of income 
which the companies thereafter will have a constitutional 
right to earn over and above the sums guaranteed by the 
Government. 

Limitation of State Regulation 

At the present time the corporate powers of the rail- 
way companies are governed by the varying laws of the 
different States, and each State exercises an independent 
power to regulate the railways within its territory and to 
fix intrastate rates, while the Federal Government under- 
takes to regulate the interstate transportation and interstate 
rates of all the companies. The resulting multiple and 
often conflicting regulation renders impossible the adop- 
tion of any wise or consistent policy of regulation or of 
rate-fixing and is injurious both to the railway companies 
and to the people of all the States. No satisfactory or 
permanent solution of the railway problem is practicable 
without providing for the incorporation of the railway 
companies under Federal laws, or without centralizing 
supreme control over their regulation in some agency of 
the Federal Government. 

Adequate provision should, however, be made for the 
protection of local interests. The power of each State to 
tax the railways within its borders should be preserved 
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and the police powers of the States should not be interfered 
with to a greater extent than is necessary. In these respects 
the railways should be placed substantially upon the same 
footing as the National banks. 

While supreme control over intrastate as well as inter- 
state rates must be vested in some commission or board 
established by the Federal Government, provision should 
be made for the protection of the interests of the several 
States and localities by the appointment of regional boards 
with jurisdiction over matters of local interest. A major- 
ity of the members of each of these regional boards should 
be residents of the State or States in which it has jurisdic- 
tion. Each State commission should continue to exercise 
its power to investigate the practices of the railway com- 
panies within the State and should have the right to rep- 
resent the interests of the State in all matters before the 
Federal commissions or boards. 

Methods of Federal Control 

Whatever plan may be adopted, it is certain that the 
control over the railways exercised by the Federal Gov- 
ernment prior to the war will be largely extended by Con- 
gress upon the termination of Federal control. The duties 
and functions of the Interstate Commerce Commission 
have grown to be so complex and burdensome that no 
single commission possibly could perform them in a sat- 
isfactory manner. With a further extension of Federal 
control over the railways the need of relieving the Inter- 
state Commerce Commission of some of its duties and 
functions will become imperative. 

A satisfactory plan for the solution of the problem, 
therefore, must provide new and improved machinery for 
exercising the regulatory powers vested in the Federal 
Government. The power to regulate the rates and prac- 
tices of the companies and to deal with matters of an ad- 
ministrative character should be vested in a central board 
with numerous branches or regional boards subject to its 
supervision and control. Supreme control over the whole 
system of regulation, including the power to hear appeals 
from the decisions of the central board having immediate 
control over the rates and practices of the companies should 
be vested in a Federal Railway Board similar in its con- 
stitution to the Federal Reserve Board. The duty of in- 

vol. ccix. — no. 761. 33 
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vestigating and prosecuting violations of law or of regu- 
lations should be in charge of the legal department of the 
Government. 

The Federal Railway Board should be appointed by 
the President with the advice or approval of the Senate; 
but, in order that the whole system of regulation may, so 
far as is possible, be kept free from politics, it is desirable 
that the members of the central board and of the regional 
boards of regulation shall be appointed by the Federal 
Railway Board. 

No plan can succeed unless its execution is placed in 
the hands of men of proven ability and character. In view 
of the vital importance of the subject, it is not unreason- 
able to expect that in the appointment of the Board or 
Commission which will exercise supreme control over the 
railways of the country, the President and Senate will brush 
aside arguments of political expediency and will consider 
only the welfare of the country. 

Victor Morawetz. 



THE MORAWETZ PLAN 

(Continued from the March issue of the REVIEW.) 



It is further suggested tentatively that for each railway 
property vested in a Federal corporation there be issued 

(a) 4 per cent debentures of the Federal corpora- 
tion, guaranteed by the Government, to an aggregate 
amount that would impose an interest charge equal to 
forty per cent of the estimated operating income of the 
property, and 

(b) shares of stock to an amount upon which the 
remaining sixty per cent of the operating income would 
suffice to pay $6 per share, the Government to guaran- 
tee payment of $2.50 per share; any distribution of in- 
come in excess of $4 per share to be divided between the 
Government and the shareholders and the Government 
to have an option to purchase the stock at any time at 
$85 per share. 
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On this basis the Government would guarantee in the 
aggregate only 65 per cent, of the operating income which 
the railways would be entitled to earn under a fair and 
constitutional exercise of the Governmental power to regu- 
late their rates. In consideration of this guarantee it is 
proposed to give to the Government ( 1 ) a share in any dis- 
tribution of income in excess of four per cent, on the stock 
of the Federal corporation, (2) ample power to control the 
management of the railways free from interference by the 
courts, and (3) an option to acquire the railways at a fair 
cost without condemnation proceedings, if hereafter it 
should be found desirable to establish direct Governmental 
ownership and operation. 

The distribution among the stockholders and bondhold- 
ers of each existing railway company of the aggregate 
amounts of debentures and stock of the Federal corpora- 
tion to be issued in exchange for the company's property 
would have to be adjusted by agreement of the parties as 
in ordinary reorganizations. It is, therefore, suggested 
that the Federal Railway Board to be established under the 
plan should have full power to negotiate with the direc- 
tors of each company and with committees of security 
holders. 

It is believed that the great bulk of the stockholders 
and bondholders of the companies would soon agree to any 
fair terms offered them. Unanimous agreement of the 
bondholders and stockholders would not be necessary. A 
majority of the stockholders of some of the companies have 
now the power to sell the property of their company sub- 
ject to its indebtedness, and in other cases legislation prob- 
ably could be obtained giving such power to the majority. 
But, if in any case the stockholders are unwilling to agree 
to reasonable terms their equity could be acquired through 
a condemnation proceeding. 

In most cases it would be safe to proceed upon obtain- 
ing the assent of the holders of a majority of the junior 
issues of bonds of a company. The outstanding bonds 
would not be assumed by the Federal corporation, and the 
bonds received from assenting bondholders would be kept 
alive in the treasury of the Federal corporation, so that the 
security of the non-assenting bondholders would not be im- 
proved. Separate accounts should be kept of a railway 
thus acquired subject to outstanding bonded indebtedness, 
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and if the property should not earn the interest on all out- 
standing bonds, including those in the treasury of the Fed- 
eral corporation, the latter could foreclose the mortgage 
securing the bonds held in its treasury, in which event the 
property could be bought in by the Federal corporation 
by paying to the non-assenting bondholders only their pro- 
portional share of the net proceeds of the foreclosure sale. 

It is proposed that the management of the Federal cor- 
porations owning and operating the railways shall be 
shared by the Government and by the stockholders of the 
corporations, as in case of the Federal reserve banks, and 
that the consummation of the plan as well as the future 
management of the Federal corporations be placed under 
the control and supervision of a Federal Railway Board 
similar in its constitution to the Federal Reserve Board. 

An Act of Congress to be passed conferring all powers 
required to carry out the following plan. 

1. A Federal Railway Board to be created with su- 
preme power of regulation and control over the Federal 
railway companies to be formed as herein provided. This 
Federal Railway Board should be a body of the highest 
dignity. A member of the President's cabinet should be 
a. member, and its other members should be selected with 
the greatest care by the President with the advice and ap- 
proval of the Senate. 

2. The Federal Railway Board to organize ten to fif- 
teen Federal railway companies under the Act of Congress. 
Each of these companies to have the usual powers of rail- 
way companies and also power, with the approval of the 
Federal Railway Board, to acquire all or any existing lines 
of railway. In carrying out the plan the existing lines 
to be consolidated in the Federal corporations as directed 
by the Federal Railway Board in such manner as to make 
ten to fifteen well balanced railway systems. 

Provision to be made for the issue by each Federal cor- 
poration of debentures and stock in amounts sufficient to 
take up as hereinafter provided the bonds and stocks of the 
existing companies whose properties are to be vested in 
such Federal corporations and also to provide for future 
capital requirements. The stocks of the Federal corpora- 
tions to have no nominal or par value. Payment of the 
principal and interest of the debentures issued by the Fed- 
eral corporations and payment of fixed minimum dividends 
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(say $2.50 per share) on their stocks to be guaranteed by 
the United States. 

Upon any distribution of net income of a Federal cor- 
poration in excess of a minimum dividend on its stock (say 
$4 per share per annum, non-cumulative) the excess to be 
divided between the Government and the stockholders of 
the corporation in prescribed proportions. 

3. A specified number of the directors of each Federal 
corporation to be appointed by the Federal Railway 
Board and the remainder to be elected by the stockholders 
of the corporation. The president and executive officers 
of each Federal corporation to be chosen by its board of 
directors, but all directors and officers to be subject to re- 
moval by the Federal Railway Board. Salaries of officers 
to be subject to approval by the Federal Railway Board, 
but the board of directors of each company to have power 
to pay additional compensation to executive officers out of 
moneys which otherwise would be payable to the stock- 
holders as dividends. The directors to be paid salaries ap- 
proved by the Federal Railway Board, subject to a deduc- 
tion for every meeting which they fail to attend. 

4. The Federal Railway Board to have plenary and 
exclusive power of regulation of the Federal corporations, 
including power to require them to make any operating ar- 
rangements deemed desirable in the interests of the whole 
country. 

The Federal Railway Board to appoint regional boards 
of regulation and one central board of regulation. A ma- 
jority of the members of each regional board to be 
appointed from persons resident in the region in which the 
board sits. Each regional board to have power to take 
up any regional matters, including rate questions, at its 
own initiative, or when directed by the central board of 
regulation; but no regulation by a regional board to take 
effect until approved by the central board of regulation. 
(The latter requirement is deemed necessary to secure har- 
mony and is essential to the proper regulation of rates.) 

The central board of regulation to deal primarily with 
all through rates and matters affecting all regions of the 
country. Questions relating to local rates and strictly 
regional matters to be referred to the regional boards, sub- 
ject, however, to the supervision of the central board. 
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All acts and decisions of the central board as well as 
of the regional boards of regulation to be subject to the 
supreme authority of the Federal Railway Board. 

Power to be vested in the Federal Railway Board, 
through the central and regional boards of regulation, 
(subject to the necessary constitutional limitations) to regu- 
late all rates of existing railway companies as well as those 
of the Federal corporations and to execute all the powers 
now vested in the Interstate Commerce Commission; but, 
except as to rates and as to other matters of which the 
Interstate Commerce Commission now has exclusive juris- 
diction, the existing companies to remain subject to regu- 
lation by the several States. 

5. The Act of Congress to provide that each Federal 
corporation shall pay in each State taxes on the proportion 
of its property located within the State. The basis for fix- 
ing the aggregate value of the taxable property of each 
corporation and for the apportionment thereof among the 
States to be prescribed by the Act of Congress and all 
questions of taxation to be decided in the first instance by 
the Federal Railway Board subject to an appeal to the 
Supreme Court. 

The police powers of the several States in relation to 
the Federal corporations, their officials and their property 
to be left unabridged, except when in conflict with the Act of 
Congress or with regulations of the Federal Railway Board. 

6. Issues of debentures and stock of the Federal cor- 
porations to be made only as authorized by the Federal 
Railway Board and for purposes approved by it. Deben- 
tures and stock to be issued as hereinafter provided to take 
over existing lines when authorized by the Federal Rail- 
way Board. Additional debentures and stock for new con- 
struction, betterments and additions to be issued only up 
to aggregate amounts authorized from time to time by Act 
of Congress and each sale to be approved by the Secretary 
of the Treasury. 

7. The accounts of each Federal corporation to be 
kept according to the best methods of accounting as pre- 
scribed by the Federal Railway Board and detailed annual 
reports to be published. 

8. The Federal Railway Board to have power to nego- 
tiate with the representatives of each railway company 
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and with committees of its bondholders and stockholders 
for a transfer of the property of their company to a desig- 
nated Federal corporation and for an exchange of their 
bonds and stocks for debentures and stock of the Federal 
corporation. 

The aggregate amount of debentures and stock of a 
Federal corporation to be issued for each property not to 
exceed an amount fixed as provided in paragraph 14 intro- 
ductory to this plan on the basis of the estimated prospec- 
tive true operating income of the property, so that the 
amount of interest and dividends guaranteed by the Gov- 
ernment shall in no case exceed sixty-five per cent, of the 
estimated operating income of the property and that the 
interest on the debentures shall not exceed forty per cent, of 
this operating income. It is suggested tentatively that the 
debentures of the Federal corporation be made payable in 
sixty years and redeemable after forty years. 

For example, if the true operating income of a railway 
company is $6,000,000 per annum, the aggregate amount 
of debentures and stock of the Federal corporation to be 
issued for the company's property would be as follows: 

(a) $60,000,000 of guaranteed 4 per cent, de- 
bentures, upon which the annual inter- 
est charge would be $2,400,000 

(b) 600,000 shares of stock (without par 
value) upon which $6 per share would 
be earned and the Government would 
guarantee $2.50 or 1,500,000 

Total Government guaranty $3,900,000 

The Government to have an optional right to purchase 
the stock at any time at $85 per share. 

As expenditures for unprofitable improvements, etc., 
would be deducted from the operating income shown un- 
der the rules of the Interstate Commerce Commission in 
determining the true operating income for the purposes of 
this plan, the whole amount thereof could properly be dis- 
tributed. Assuming that the operating income in excess of 
dividends of $4 per share on the stock is to be divided 
between the stockholders and the Government, the $6,000,- 
000 of operating income would be applied as follows : 
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Interest on $60,000,000 debentures $2,400,000 

Dividend on 600,000 shares at $4 per 

share 2,400,000 

Balance to be divided between the Gov- 
ernment and the stockholders 1,200,000 

Total $6,000,000 

A railway to be acquired only if an amount of outstand- 
ing bonds satisfactory to the Federal Railway Board shall 
be deposited for exchange into the debentures and stock of 
the Federal corporation. Until bonds held by non-assent- 
ing bondholders are exchanged or paid off, an amount of 
debentures creating the same aggregate interest charge as 
the outstanding bonds to be reserved by the Federal cor- 
poration out of the aggregate amount to be issued by it for 
the property. Bonds of existing companies received by a 
Federal corporation upon such exchange to be kept alive 
in its treasury and a separate account to be kept (unless 
otherwise ordered by the Federal Railway Board) of the 
earnings of each railway upon which there is a mortgage 
securing unexchanged bonds, with a view to a foreclosure 
of the mortgage in case the property should fail to earn the 
interest on all bonds secured by the mortgage, including 
those in the treasury of the Federal corporation. 

Each Federal corporation to have power to condemn 
existing lines of railway (subject to existing mortgages) 
when authorized by the Federal Railway Board, the con- 
demnation proceedings to be carried on through special 
tribunals established for that purpose. 

It is not intended that all bondholders of a company 
whose property is acquired shall receive the par amount 
of their bonds in 4 per cent, guaranteed debentures and 
that all stockholders shall receive share for share guaran- 
teed stock of the Federal corporation. The intention is 
that the aggregate amount of debentures and stock to be 
issued in each case shall be equitably apportioned by agree- 
ment among the stockholders and bondholders. Under 
such arrangement some stockholders and bondholders may 
receive more and some less than the par amount of their 
present holdings. 



